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Corporation of America 

ORIGINATORS OF THE MAJOR ADVANCES IN MODERN FIRE PROTECTION 


GENERAL OFFICES 
YOUNGSTOWN 1. OHIO 

April 8, 1963 


TO THE SHAREHOLDERS OF 

"AUTOMATIC” SPRINKLER CORPORATION OF AMERICA 


The Sprinkler Industry remained status quo during 1962. Total installation 
man-hours reported for the year were 8000 less than for 1961, - . 1 %. This 
statistic relates almost identically to the reported dollar volume of new 
manufacturing plants completed in both years. This class of construction 
is by far the largest source of new business for the sprinkler contractors. 

Our dollar volume of new contract business booked in 1962, as well as esti¬ 
mated gross profit, followed the above pattern, remaining at the same level 
as in 1961. The physical volume -- number of contracts and number of heads 
(unit of measurement indicating size of each contract) were both higher, 
however, indicating a trend toward more and smaller contract units. 

The amount of contract business completed by the company in 1962 shown in 
Net Sales and Services was less than in 1961, as were operating profits 
derived from this segment (the largest) of our business. However, both 
sales and profits derived from Day Work orders and direct sales of materials 
and devices did increase during 1962. Other Income was lower, and there 
were substantial write-offs under Other Deductions which are mentioned in 
the Review of 1962 on Page 2. The backlog of uncompleted and unbilled 
business at December 31, 1962, was higher than at the end of 1961, and new 
business booked in the first quarter of 1963 is considerably ahead of the 
1962 period. These higher figures, coupled with the favorable outlook at 
the present time, along with the continued strengthening and improvement 
of our organization and methods, point to increased sales and operating 
profits for 1963. 

Also during the current year we expect to complete our withdrawal of un¬ 
profitable ventures in South America. This will enable full concentration 
of energies and resources to a more limited geographical area, all aimed 
toward a restoration of a proper return for our shareholders. 

There is an increasing awareness on the part of the general public of the 
tremendous advantages afforded by installed fire protection systems. Also, 
long range forecasts for new construction indicate an ever increasing market 
for our principal products in the years ahead. The company continues to 
strengthen itself to meet these greater demands. 

For the Board of Directors 
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REVIEW OF 1962 


SALES AND EARNINGS 


Consolidated Net Sales for the year 1962 
totaled $21,836,351 compared to $25,064,853 
for 1961. 

Consolidated Net Income for 1962 was 
$150,620, equal to $.55 per share, compared 
to $801,900, or $2.94 per share in 1961. 
While sales declined substantially from the 
lower amount of contract work completed 
during the year, the Company's Gross Profit 
suffered to a greater degree because of lower 
margins. Also there were further write¬ 
downs during the year of the Company's 
investment in and loans to its wholly owned 
subsidiary in Venezuela. The latter was 
liquidated in 1962 at a sizable loss to the 
Company which is reflected in the above 
figures. 


FINANCIAL CONDITION 


Net Current Assets increased $153,611 in 
1962. Long term bank debt was reduced by 
$200,000 to $650,000. However, total bank 
debt stood at $2,300,000 at December 31, 
1962, versus $1,250,000 at the end of 1961. 
The added borrowings were used to finance 
higher inventory and work in process. 


OPERATIONS 


Gross Profit declined $866,771 from 1961. 
Approximately $548,000 was due to lower 
profit margins and $319,000 to the decline 
in sales. Our activity throughout the Com¬ 
pany rose and fell during the year in typical 
seasonal pattern and averaged out at about 
the same over-all rate as for 1961. We 
reached a peak in the third quarter and en¬ 
countered some costly problems because of 
supply deficiencies and inability to forecast 
4 job needs accurately. As a result a major 


policy change has been made with respect to 
inventories and scheduling for 1963. This 
was also necessitated by an increase in our 
fabricating for others on a subcontract basis. 

The earnings of the Canadian Company, 

which are consolidated, were lower also and 
it elected to discount some long-term receiv¬ 
ables during the year to generate cash and 
reduce its bank loans and inter-company 
debt. In accomplishing the latter the Com¬ 
pany sustained an exchange loss of $15,000 
during the year. Furthermore, the parent 
company wrote down its investment in the 
Canadian subsidiary $49,228 for the same 
reason. 

The Venezuelan subsidiary was liquidated 
in 1962 and its assets distributed to the 
parent, which now owns 100% the companies 
in Brazil and Mexico. The Argentine com¬ 
pany is owned 81.25%. Since January 1, 
1963, the Brazilian subsidiary has been 
placed in liquidation. Negotiations are also 
under way to sell the assets of the Mexican 
company and in all probability the Argentine 
company will follow a similar course upon 
completion of its current work. Profits were 
reported in both Mexico and Argentina in 
1962. 

Sales of the Company's products in other 
parts of the world continued to mount mainly 
through licensees and agents. The Com¬ 
pany continues to maintain its 25% interest 
in American Automatic Sprinkler Company, 
Pty. Ltd., in Australia, from which it again 
derived a 10% return in 1962. 

The new fabricating shop at Monroe, 
Indiana, has done exceedingly well, and the 
new Los Angeles shop is now in full opera¬ 
tion. The expansion of manufacturing 
operations at the Youngstown plant has 
utilized much of the space vacated when the 
move to Monroe occurred. 












"Auto-Grip* Division sales continued to 
grow during the year but competition has 
also become more severe. We expect to 
have a full line of the new "Auto-Grip" 
Coupling ready for the market in the next 
few weeks. This item is meeting tremen¬ 
dous acceptance wherever it is presented. 

The Inspection Department reached its all 
time peak in 1962 and continues to be a fine 
source of new business for the Company. 

Cleveland Piping & Supply Company, a 

subsidiary, had a profitable year and just 
recently negotiated a very sizable piping 
contract in a new facility for one of the 
major steel companies. For certain reasons 
it has been decided to close this work in 
the name of the Cleveland Piping Company, 
a Division of "Automatic" Sprinkler Cor¬ 
poration of America. This job will run into 


1964 and will be included in the sales to be 
reported for that year — also the profit. 

The backlog of unbilled contracts in the 

U.S. was $9,151,949 at December 31, 1962, 
compared to $7,917,251 at December 31, 
1961. 


DIVIDENDS 


The Company declared dividends totaling 
$.75 per share during 1962, of which $.60 
was paid during the year and $. 15 was paid 
in January 1963. There have been no divi¬ 
dends declared to date in 1963. Future 
dividend payments will be dependent upon 
earnings and cash position, and subject to 
the limitations in the Company's Bank Term 
Loan Agreement. 


ERNST & ERNST 

UNION NATIONAL BANK BUILDING 

YOUNGSTOWN (.OHIO 

Board of Directors 
"Automatic* Sprinkler Corporation 
of America 
Youngstown, Ohio 


c _ " e have examined the consolidated balance sheet of "Automatic* 

Sprinkler Corporation of America and Canadian subsidiary as of December 31. 1962 
and the related statements of consolidated income and earned surplus for the year 
then ended. Our examination was made in accordance with generally accepted 

S ^ dard !j f nd accordln 9ly included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the 
circumstances. 


. .. _ In our opinion, except that we were unable to satisfy ourselves as 

to the carrying amount of investments in and accounts with foreign subsidiary 
companies aggregating $536,773, the accompanying balance sheet and statements of 
income and earned surplus present fairly the.consolidated financial position of 
ot Ut ?!£o lC * P fJ nkler Cor P° rat i on of America and Canadian subsidiary at December 
*, 9 an< * the consolidated results of their operations for the year then 
ended, in conformity with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


Youngstown, Ohio 
March 15, 1963 














CONSOLIDATED BALANCE SHEETS 


"AUTOMATIC" SPRINKLER CORPORATION OF AMERICA 


AND CANADIAN SUBSIDIARY 


December 31, 1962, and December 31, 1961 



I 


ASSETS 


CURRENT ASSETS 

DEC.31.1962 

DEC. 31.1961 

Cash 

Trade notes and accounts receivable, less allowance 

$ 353,687 

$ 615,973 

(1962 - $39,684; 1961 - $39,774) 

3,576,267 

3,980,626 

Estimated recoverable federal taxes on income 

Costs of uncompleted contracts in excess of related 
advance payments (1962 - $1,996,536; 1961 - 

42,000 

- 0 - 

$1,358,336) 

Inventories of raw materials, factory work in 

process, finished parts and supplies - at approxi¬ 

2,899,288 

2,066,872 

mate costs which were not in excess of market 

2,681,989 

2,094,706 

Prepaid expenses 

. 85,354 

87.844 

TOTAL CURRENT ASSETS 

INVESTMENTS AND OTHER ASSETS 

Investments: 

Capital stock of domestic subsidiary companies - 

$ 9,638,585 

$ 8,846,021 

Note B 

Investments in and accounts with foreign subsidiary 
companies - at cost, less allowance of $115,000 

$ 26,584 

$ 26,584 

in 1961 for possible losses 

Investments in foreign affiliated companies - at 

536,773 

645,159 

cost 

Notes, accounts and installment contracts receivable 

50,753 

47,853 

(portion due after one year) 

193,671 

232,595 

Miscellaneous receivables, advances, ,etc. 

TOTAL INVESTMENTS 

112.938 

106.312 

AND OTHER ASSETS 

PROPERTY, PLANT, AND EQUIPMENT 

$ 920,719 

$ 1,058,503 

Land - at cost 

Buildings (1962 - $1,561,844; 1961 - $1,786,449) 

$ 181,110 

$ 247,009 

and equipment - at cost 

$ 3,926,518 

$ 4,063,567 

Less allowances for depreciation 

2.216.144 

2.137.099 

TOTAL PROPERTY, PLANT, 

$ 1.710,374 

$ 1.926.468 

AND EQUIPMENT 

PATENTS AND MANUFACTURING RIGHTS - 

$ 1,891,484 

$ 2,173,477 

at cost, less amortization 

28,991 

33,992 


$12,479,779 

$12,111,993 
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LIABILITIES. CAPITAL STOCK, AND SURPLUS 


CURRENT LIABILITIES 

Bank overdraft 

Notes payable to bank 

Accounts payable and accrued expenses 

Dividend payable January 4* 1963 

Estimated additional cost of service, replacements, 
etc. on contract work completed 
Advance payments on uncompleted contracts in excess 
of related costs 

Federal and dominion taxes on income - estimated 
Portion of long-term debt due within one year 

TOTAL CURRENT LIABILITIES 

LONG-TERM DEBT 

Term bank loan, due in quarter-annual installments 
of $50,000 to March 15, 1967, interest varying 
from 4* to 5 l/2% - Note C 

DEFERRED INCOME 


CAPITAL STOCK AND SURPLUS 

Common Stock, par value $10.00 per shares 

Authorized 500,000 shares; issued and outstanding 
414*680 shares, including shares in treasury 
Earned surplus (restricted in the amount of 

$1,823,420 representing the cost of Common Stock 
in treasury) - Note C 


Less Common Stock in treasury - 142,244 shares - 
at cost 


TOTAL CAPITAL STOCK 
AND SURPLUS 


CONTINGENT LIABILITIES 

As guarantor of indebtedness of unconsolidated 
subsidiaries - $47,000 
For contracts sold with recourse - $11,000 


DEC. 31.1962 

DEC.31.1961 

$ -0- 

1,450,000 
1,766,263 
40,865 

$ 30,759 

200,000 
1,704,290 
-0- 

67,411 

70,555 

51,008 
26,373 
200.000 

88,567 

668,799 

200.000 

$ 3,601,920 

$ 2,962,970 

650,000 

850,000 

135,536 

152,993 


$ 4,146,800 

$ 4,146,800 

5.768,943 

5.822.650 

$ 9,915,743 

$ 9,969,450 

1,823,420 

1.823.420 

$ 8,092,323 

$ 8,146,030 

$12,479,779 

$12,111,993 


See notes to consolidated financial statements 
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STATEMENTS OF CONSOLIDATED INCOME AND EARNED SURPLUS 
"AUTOMATIC" SPRINKLER CORPORATION OF AMERICA AND CANADIAN SUBSIDIARY 
_ Yea « ended December 31, 1962, and December 31, 1961 


INCOME 


Net sales and services 

Cost of goods and services sold 


$21,836,351 

18.012.006 

X 7U1 

$25,064,853 

20.373.737 

Selling, administrative, and general expenses 


$ 3,824,345 

3.666.760 

$ 4,691,116 
3,608.363 

Other incomex 

Liquidating dividends received from "Automatic" 
Finance Corporation 

Income realized on sale of long-term lease and 
conditional sales contracts 

Miscellaneous 


$ 

$ 

157,585 

158,561 

66,633 

66.026 

$ 1,082,753 

$ 359,915 

188,370 

44.055 



t 

291.220 

$ 592.340 

Other deductions* 

Loss on investment in and advances to "Automatic" 
Sprinkler Corporation of Venezuela, C. A. 

Interest expense 

Canadian exchange adjustment 

Loss-gain* on disposal of capital assets - net 


$ 

$ 

448,805 

198,360 

90,243 

49,228 

11.481 

$ 1,675,093 

$ 115,000 

72,994 
49,417 
4.107* 

INCOME BEFORE INCOME 
CREDITS AND TAXES ON 


$ 

349.312 

$ 233.304 

TAX 

INCOME 

$ 

99,493 

$ 1,441,789 

Federal and dominion taxes on income* 

Income tax credits* 

Estimated recoverable federal ta^es on income - 
Note D 

Overprovision for prior years 


$ 

42,000 
- 13.127 

$ -0- 
8.111 

Provision for the year 


$ 

55,127 

4,000 

$ 8,111 
648.000 



i 

51.127 

$ 639.889* 

NET 

Provision for depreciation of property, plant, 
and equipment amounted to 

INCOME 

$ 

150,620 

$ 801,900 


$ 

211,389 

$ 198,810 

. . EARNED SURPLUS 

Balance at beginning of year 

Net income for the yedr 


$ 5,822,650 
- 150.620 

$ 5,241,876 
801.900 

Cash dividends declared - $.75 a share 

Balance at end of year - Note C 


$ 5,973,270 

204.327 

$ 6,043,776 
221.126 


$ 5,768,943 

$ 5,822,650 


See notes to consolidated financial statements. 
* Indicates red figure. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


"AUTOMATIC" SPRINKLER CORPORATION OF AMERICA AND CANADIAN SUBSIDIARY 

December 31, 1962 


Note A - The consolidated balance sheet at December 31> 1962, includes 
net current assets in the amount of $960,896 at quoted rate of exchange and property, 
plant, and equipment, and miscellaneous other assets (net) in the amount of $180,393 
substantially as recorded in Canadian dollars on the subsidiary*s books. 


Note B - Investments of parent Corporation in domestic subsidiary 
companies - 100J6 owned: 



"AUTOMATIC" 
FINANCE 
CORPORA¬ 
TION (IN 
LIQUIDATION) 

ACME 

CORPORATION - 
FIRE 

PROTECTION 

THE 

CLEVELAND 
PIPING & 
SUPPLY 
COMPANY 

TOTAL 

Capital stock: 

At cost 

At net book value of subsidiary 
at January 1, 1954 

$ -o- 

-0- 

$ -0- 

16.584 

$ 10,000 

-0- 

$ 10,000 

16.584 

TOTAL INVESTMENTS 

♦ -0- 

$ 16,584 

$ 10,000 

1 26,584 

Equity in net assets as shown by 
reports of subsidiaries 

$ 37,605 

♦ 62,581 

♦ 4,775 

$104,961 

Equity in net income-loss* of 
subsidiaries for the year 

$ 17,213 

$ 14,196 

$ 700* 

1 30,709 


Note C - In connection with the term bank loan the Corporation has 
agreed that it will not, without prior written consent of the bank, declare or pay 
cash dividends in excess of 50% of consolidated net earnings after January 1, 1961, 
plus $300,000. Consolidated earned surplus in the amount of $350,806 was free of 
these restrictions at December 31, 1962. 

The Corporation has also agreed among other things to maintain 
an excess of consolidated current assets over total consolidated liabilities of 
$4*000,000 and to certain restrictions on capital expenditures, acquisition of its own 
stock, and guarantees and advances for subsidiary and affiliated companies. 

Note D - As a result of the loss on its investment in and advances to 
"Automatic" Sprinkler Corporation of Venezuela, C* A., the Corporation incurred a net 
operating loss for the year for federal income tax purposes. This net operating loss 
will be applied against taxable income of a prior year to recover approximately 
$42,000 of federal income taxes paid for such year. 

Note E - The unfunded past service liability under pension plans of the 
parent Corporation amounts to approximately $1,237,000 at December 31, 1962. Contri¬ 
butions under the plans amounted to $112,234 for 1962, and $118,961 for 1961. 
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PROGRESS - 1962 


QUALITY CONTROL 


Steady and substantial progress was made 
during 1962 both on new products and in 
device and methods improvements aimed at 
better and lower cost systems. 

Among numerous time and cost saving 
methods improvements developed jointly 
by the Production and Technical Depart¬ 
ments, a significant advance has been made 
in formal quality-control inspection. Neces¬ 
sitated by procurement requirements of the 
Federal Government, the improved quality- 
inspection now being maintained on incoming 
materials, work during progress and outgoing 
materials is showing results both in the 
factory and in the field. A revised quality- 
inspection manual is in preparation. 


DEMONSTRATION PROGRAM 


Our Demonstration Programs as a promo¬ 
tional tool have shown impressive results. 
Interest generated by the first year's program 
series spread progressively with the result 
that 1962's attendance included representa¬ 
tives from many of the major companies in 
the chemical, petroleum and electric utility 


fields, commercial airlines, and the auto¬ 
motive industry, along with influential 
representation from major insurance groups 
and brokers. The decision-authority of the 
attendees was high-level. 

A smaller number of programs (six) is 
planned for this year. Numerous requests 
have been received in advance of announce¬ 
ment. 

The impact of this promotional approach is 

evident in the initiation of a similar program 
(we believe on a less effective scale) by our 
principal competitor. 


DIRECT SALES 


Active field effort on direct sales of our 

devices has accomplished a 30% increase in 
volume. Five sprinkler-device licensees 
were added in 1962, giving us a total of 29, 
well distributed throughout the U.S. Another 
encouraging source of business is the fabri¬ 
cating of piping systems for other sprinkler 
companies. This has the effect of reducing 
unit costs on our own systems through a 
better spread of Branch Shop overhead, at 
the same time giving us a reasonable profit. 


GOALS FOR 1963 


Central to our goals for 1963 

is a substantial reduction in 
sprinkler system cost. Buildina 
on the construction cost analy¬ 
sis in process for the past 18 
months, a thorough study is now 
being made on material costs 
and usage, procurement, sched¬ 
uling, handling and manning. 
Results obtained will be further 
reinforced by improved commu¬ 
nications and training. 



Equipped with a demonstration 
stock of aluminum pipe and fittings, 
a work bench and tools, and a full 
display of hangers, this small van 
truck is used to promote the sale of 
"Auto-Grip* fittings. 
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NEW PRODUCTS 


Sales of "Auto-Grip" hangers have con¬ 
tinued to be good, and the market for the 
Insul-Speed hanger has been even better 
than expected. 

Our new "Auto-Grip" fittings have been in 
a field test period this year, and have proven 
satisfactory. The piping system installed for 
Goodyear in Akron over a year ago will be 
re-checked shortly, and it is expected in the 
near future Goodyear will start using this 
type of fitting in their work. An installation 
was recently completed for Firestone in their 
plant at Decatur, Illinois. They appear to be 
much interested in these fittings, and we 
anticipate further business with them. 

One of the major steel companies has 

developed a new epoxy-coated ana/or epoxy- 
lined pipe for oil field use. They have spent 
a very sizable sum on the development and 
testing of this pipe, and so far have installed 
about 80 miles of it. Any failures there have 
been have occurred at couplings. After using 



various types of couplings, they have told us 
they want ours. 

Paralleling this interest, a major aluminum 
company has determined that "Auto-Grip" 
couplings are the most economical and most 
efficient for oil field use. Both companies 
anticipate pipe sales of close to 5,000,000 
feet in 1963 for this field. 

This same aluminum company has given 
us a national distributorship on lightwall pipe 
that enables us to sell packaged piping sys¬ 
tems at normal competitive market prices and 
realize a profit on the handling of the pipe. 


********* 


"AUTOMATIC" SPRINKLER CORPORATION OF AMERICA 
OFFICERS AND DIRECTORS 

•John A. Coakley, Jr.President and Treasurer .... Director 

•John J. Power, Jr.Executive Vice President .... Director 

Harry N. Rider.Vice President, Mfg & Engrg.Director 

Lewis C. Zimmermann .... Secretary and Assistant Treasurer 

•Joseph C. Coakley.Assistant Secretary .... Director 

James A. McDermott .... Assistant Secretary & Assistant Treasurer 

• Edward J. Egan .Attorney .... Director 

John A. Celbach.Banker .... Director 

Thomas E. Morton .Investments .... Director 


• Members of Executive Committee 

GENERAL COUNSEL 
Squire, Sanders & Dempsey 

AUDITORS 
Ernst & Ernst 


GENERAL OFFICE 

Jones & Brittain Streets — Youngstown 1, Ohio 
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